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TUESDAY, JUNE 1, 1954 


House oF REPRESENTATIVES, 
CoMMITTEE ON ForeiGnN AFFAIRS, 
Washington, D.C. 

Mr. Vorys. Mr. Chairman, we are about to close our hearings. | 
had hoped that FOA or some other executive agency would support 
the President's announced policy on loans rather than grants for 
economic aid. Since this has not been done, I wish to do so. 

a ; ; ; j 

This problem was given careful consideration by the Randall 
Commission of which I had the privilege of being a member. The 
report of the Commission to the President and to the Congress included 
the following recommendations: 

The Commission recommends that economic aid on a grant basis should be 
terminated as soon as possible 

In cases where our security is importantly involved, the Commission believes 
that moderate grants-in-aid may serve the national interest of the United States. 

The Commission recommends further that where support is needed to maintain 
military forces to conduct military operations connected with our own security 
bevond the economic capacity of a country to sustain, grants should be made, 
not loans. In other cases where substantial economic aid is necessary in the 
interest of the United States but cannot be obtained from private or international 
sources, loans should be made, not grants. 

The President endorsed these recommendations of the Randall 
Commission in his message to the Congress on Foreign Economic 
Policy of the United States on March 30 of this vear. The words of 
the President are as follows: 

I subscribe, therefore, to the principle that economic aid on & grant basis should 
be terminated as soon as possible, consistent with our national interest. In cases 
where support is needed to establish and equip military forees of other govern 
ments in the interest of our mutual defense, and where this is beyond the economic 
capacity of another country, our aid should be in the form of grants \s recog 
nized by the Commission, there may be some cases in which modest amounts of 
grant aid to underdeveloped countries will importantly serve the interest of 
security. I further agree that in other situations where the interest of the United 
States requires that dollars not otherwise available to a country should be pro 
vided, such support to the maxi.num extent appropriate should be in the form of 
loans rather than grants. 


This statement of policy which seems to be clear and simple appar- 
ently has been ignored by the various officials who have presented the 
fiscal year 1955 foreign operations program to us. 

The working draft bill does not contain any provisions implementing 
the policy stated by the President which | have just read. The draft 
bill authorizes the provision of aid on either a grant basis or a loan 
basis as has been the case in previous vears, but no directives what- 
ever that loans should be made under any defined conditions. The 
matter is left entirely to the discretion of the administrator of the 
program. Experience has shown us that when a country can have a 
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grant or a loan, it always chooses a grant, and when a foreign aid 
administrator has both grant and loan authority, he always chooses 
vyrants. The witnesses tell us that none of the projects they wish to 
underwrite are sound enough fol “bankable”’ loans but are sound 
enough for American grants. I question such judgment. In thi: 
country our Government has loaned billions of dollars-to citizens on 
projects that were sound but not bankable, and the loans have been 
repaid During the depression thousands of homes, farms, and bust 
nesses were saved in this way 

The opponents of loans for foreign aid include some strange bed- 


fellows Those who oppose all aid and those who want nothing but 
gifts join in saying that aid loans are substantially gifts anyway, and 
cause bad feelings Experience shows that both groups are wrong in 
these arguments 

This committee, through provisions or amendments I have offered, 
has required a whole series of loans in aid bills. All of them were 
opposed by the executive branch, None of the loans were ever turned 
down by the other countries involved. None of these loans have been 
defaulted. None of them have caused hard feelings. Here is. the 
record 

Loans required under ECA, MSA and India wheat loan 


(riginal ECA Act? (Public Law 472. SOth Cong $1, 000, 000, O00 
India mergeney Food Act of 1951 (Public Law 48, 82d Cong 190, 000, OOO 
NPutual Security Act of 1951 (Public Law 165, 82d Cong LO 
percent of ECA assistance 335, 547, OOU 
lotal 1, 525, 547, OOO 
Collections o hese (oans as f Dee 
Principal, Kkuropean ECA 167, 000 
Interest, Kuropear ECA 12, 755, 000 
Interest, Indian wheat 7, 027, 000 


Total 49. 949, 000 


As a matter of fact, since World War II, the United States has 
extended to foreign nations credits of $11,504 million. During this 
same postwar period the United States has collected from foreign 
nations $2,667,844,000 as repayment of principal and $1,059,375,000 
in interest, a total of $3.727,219,000 

When former President Herb rl Hooves wppeatl dl before our com 
mittee in 1947 he urged that we should never make outright vifts ol 
our aid, but should always require an obligation from the receiver. 
He first suggested the counterpart device, which I put in on the 
House floor in 1947 over administration opposition, and which has 
been extremely useful ever since. As to loans, he pointed out that 
even though thes might not be bankable loans, there were two great 
psychological differences between loans and grants: first, a person 
asking for a loan tries to make his Proposition as eood as possible, 
but someone asking for a grant tries to make his condition look as 
bad as possible, so he will not be asked to repay; second, a person 
asking for a loan knows that he might have to repay it, and therefore 
asks for as little as possible, whereas someone asking for a grant #sks 
for as much as possible 

In any case, we have found since World War II that loans: d6-not 
make etiemies, and grants do not necessarily make friends. 
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A loan with ‘‘the silly dollar sign” is the capitalistic way to express 


a collective obligation A nation such as ours with constantly dimin 
ishing natural resources, should make loans. not gifts, from these 
resources wherever this is possible. We do not need to be repaid 
next vear, O1 the vear afte: We can wait for a number of vears, when 


we will be importing an increasing amount of scarce mM aterials We 
can defer pavinent on oul loans, if necessary to make other loans 
more “bankable ” 95 Many individuals and COT panles did here ilk 
our country during the depression -and were finally repaid. But 
a nation with 6 percent of the world’s resources, half the production, 
and double the debt of the rest of the world, should be making more 
lonns, and fewer gifts 

| have made a rough estimate that at least $127 millions of the 
“illustrative” projects presented in the authorization requests are for 
capital items, such as railway equipment, power dams, irrigation 
systems, ete., that could be self-liquidating® projects for bankable 
loans In the present state of our budget, most of the amount au 
thorized will be financed by ndding to oul national debt Some of 
it could go into the national debt of other countries 


| suggest we bear the President's message in mind a We Thark up 


this bill 
© 





